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Fortunes of the Recovery Program 


The utter demoralization which brought the bank mora- 
torium last March found industrial and trade leaders 
pathetically beseeching the government for aid) Now 
that recovery is apparently under way some of the same 
people refuse not only to admit that there has been any 
improvement in economic conditions but insist that the 
NRA is a definite hindrance to recovery. Means have 
been sought to belittle the recovery program and to throw 
off necessary restrictions devised for the protection of 
labor and the consumer. The contention that the recov- 
ery program was designed to satisfy big business must 
be evaluated in the light of the attacks which business 
has aimed at that program. 


EvIpENCES OF RECOVERY 


As soon as recovery legislation was enacted having the 
effect of abolishing practices that tended to prolong de- 
flation and designed to bring about an upturn, many 
business men took advantage of the opportunity to build 
up inventories while labor and materials were at their 
cheapest point. The result was a rapid rise, continuing 
until August, in the indexes of industrial production, 
mineral output, construction contracts awarded, factory 
employment and payrolls and freight car loadings. Under 
the President’s Reemployment Agreement (the Blanket 
Code) and under the permanent codes established, the 
indexes of factory employment and payrolls, mineral out- 
put and construction awards continued to rise throughout 
August, September and October but industrial produc- 
tion slumped. It was pointed out that this was a natural 
reaction following the feverish concerted attempt to make 
profits through anticipation of higher costs and that the 
slump could not be attributed to any fundamental weak- 
ness in the NRA. The spurt from March to July was 
the largest ever recorded in a four-month period in the 
Federal Reserve Board’s index since 1919. Furthermore, 
business activity in a period of recovery has never risen 
smoothly month after month from the trough of de- 
pression to the peak of prosperity. There always have 
been periods of recession. This is quite to be expected 
because attempts to advance prices faster than wages and 
reemployment is self-defeating. Existing purchasing 
power will not take goods off the market when prices 
are too high. 

When sales drop unemployment soon increases. Evi- 
dence of this is found in the United States Bureau of 
Labor Statistics index of employment and payrolls in 
manufacturing industries. From October 15 to Novem- 
ber 15 employment decreased 3.2 per cent and payrolls 
6.2 per cent. Data furnished by the A. F. of L. indicate 
that employment decreased 580,000 during October and 


November. Of this number 330,000 were in manufac- 
turing industries. 

The index of the Business Week shows a general de- 
cline in business activity during September, October and 
the early part of November. During the remainder of 
November and the early part of December there was an 
upturn and the index of December 16 stood 16 per cent 
above that of a year ago on the same date. The index 
of the New York Times (December 2+, 1933) showed 
an increase from 74.7 on December 9 to 77.1 on De- 
cember 16. 


THE Sources OF OpposiTION 


The opposition to the recovery program has centered 
on the regulations of the NRA, the attempts to aid labor 
in the exercise of its right to organize and bargain col- 
lectively, the President’s monetary policy, and demands 
for modification or repeal of the Securities Act. Alleging 
that the regulations of the NRA tended to set up a 
bureaucracy, spokesmen of business began to demand 
“self-government in industry” which would enable trade 
associations having codes to enjoy freedom from prose- 
cution under the Antitrust Acts and at the same time 
minimize government supervision, to the detriment of 
consumers. The insistence of the government that the 
provision of the law enabling labor to organize and deal 
through its representatives without interference or coer- 
cion should be enforced without equivocation has been 
regarded by some business men as an effort to unionize 
industry. Although most business men would be glad to 
see prices rise, fear that the President’s monetary policy 
would result in unlimited inflation brought demands for 
a return to the gold standard. The opposition to the 
Securities Act consists mainly in the contention that 
those who issue securities are required to assume a de- 
gree of responsibility for statements made pertaining to 
the assets behind the securities which they are not in 
position to assume. 

The National Association of Manufacturers at its 
meeting in December revealed the essentially critical at- 
titude of the business community it represents toward the 
recovery program. Although, after a challenging address 
by General Johnson, the Association passed a resolution 
praising the President’s “decisive leadership” in meeting 
“the most serious economic crisis in our history,” and it 
declared that recovery could be attained best by granting 
to industry “the fullest measure of policy determination 
through self-organization and self-government that is 
compatible with the fair protection of the public interest.” 
The Association holds that labor questions should be 
solved.by direct relations between the workers and man- 
agement and not by “an uninformed forum outside of 
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industry.” Contractual relations with labor are by im- 
plication excluded. 

It urged “that work periods in industry be not further 
shortened or wage rates further increased until there is 
full assurance that the resulting increase in costs and 
prices will not further curtail consumption volume.” It 
opposed “a rigid maximum work week, believing that 
flexibility in this respect is essential.” 

The Association went on record in favor of many 
measures which indicate its ideas of the policies govern- 
ment should pursue. It demanded continued support of 
the policy of “an adequate protective tariff” and the 
broadening of the income tax base. This would mean 
that if high tariff rates (indirect taxation) result in less 
revenue, resort should be had to direct taxation of the 
lower income groups. The Association demanded the 
“abandonment of government ventures in the fields of 
public utility operation and housing construction” and 
the financing of such operations when undertaken by state 
or municipal governments. It regarded public ownership 
and operation of utilities and housing as “unfair com- 
petition” with private business. It demanded delay by 
the Senate of the ratification of the treaty on the Great 
Lakes — St. Lawrence Deep Waterway development 
which promises public ownership of power resources. It 
opposed the bill, which is now before Congress, for regu- 
lating in the interest of the consumers the manufactures 
of foods and drugs. It demanded amendment of the 
Securities Act on the ground that it “obstructs the 
marketing of sound securities.” 


CHANGING SENTIMENT 


Nevertheless, there has been in some formerly antag- 
onistic quarters an abrupt change in sentiment toward 
the NRA and the belief that “the thing may work after 
all.” A number of factors in the present situation ex- 
plain this. 

On the same date (November 19) that critics of the 
NRA were addressing the National Founders Association, 
the American Iron and Steel Institute announced that 
the trial period of the steel code was satisfactory, that 
no changes would be made, and that the trial period 
should be extended to May 31, 1934. Representatives of 
the government had sat with the directors of the Institute 
in all meetings and the government was fully advised on 
actions taken in administering the code. Although the 
volume of business, as represented by ingot capacity, had 
declined 10 per cent from June to September, the number 
of employes in 208 companies had increased 73,000 or 22 
per cent, and wages paid increased $6,500,000 per month, 
or 21 per cent, an increase equivalent to approximately 
$78,000,000 per year. Average hours for wage workers 
had decreased from 38.9 to 32.0 hours per week, or 18 
per cent. When salaried workers were included the de- 
crease was 16 per cent. During October and November, 
however, employment in the steel mills dropped 3 per cent 
and payrolls 12 per cent. Ingot capacity increased from 
46 per cent in June to 53 per cent in August and on 
November 13 it stood at 27.1 per cent. In November, 
1932, the low point was 13 per cent. On December 25, 
1933, it was 38 per cent, indicating a seasonal improve- 
ment greater than usual. 

The automobile, lumber, boot and shoe, and the paper 
and pulp industries have also expressed their satisfaction 
with operations under their codes. 

On December 23 the Department of Commerce re- 
ported decided improvement in its production and distri- 
bution indexes. The Christmas trade among retailers has 
shown increases ranging from 30 to 40 per cent over 


last year. In the wholesale merchandise markets rush 
orders in many instances could not be filled. Mail order 
houses and chain stores have had an increased volume 
of business. Imports have risen sharply among 68 items, 
mostly crude materials and semi-manufactured products, 
Exports to 29 countries have increased. Recognition of 
Russia and indications that the stabilization of the dollar 
may not be very far off are also regarded as highly fav- 
orable influences. The reopening of many banks and their 
inclusion under the system of deposit insurance will dis- 
tribute purchasing power and increase credit facilities. 
In general, the expectation seems to be that there will be 
decided improvement in industry by spring, continuing 
during the year. 


Tue AGRICULTURAL SITUATION 


Conditions in agriculture, however, cannot be left out 
of the picture. The Agricultural Adjustment Adminis- 
tration, as was to be expected, has had far from smooth 
sailing. It has been handicapped by conflicting philos- 
ophies within and by attack from without. Within, two 
schools developed. One, considered the more radical, 
has wanted access to distributors’ and processors’ books, 
more governmental intervention in agriculture than the 
NRA provides for industry, and vigorous attempts to 
control agricultural production. The other has empha- 
sized “trade agreements” as means of price control, has 
not stressed production control, has sought to preserve 
the status quo in profit-making business, and has not 
asked for governmental access to middlemen’s books. In 
the recent reorganization, the former group seems to have 
triumphed. The AAA is to have supervision of all codes 
which apply to the “first processing” of farm products, 
and the others are to be handled by the NRA. The more 
radical group thus has its opportunity to try more gov- 
ernmental intervention with processors and distributors. 

Without, the AAA has been beset by hostile middle- 
men and by both the most conservative and the most 
radical farmers. Middlemen have been patently non- 
cooperative in certain industries. The dairy industry is 
still in a chaotic condition, although there are evidences 
that much more drastic steps are soon to be taken. The 
more radical farmers, including the strikers, are impa- 
tient and continue their harassing tactics. Likewise 
large numbers of conservative farmers have no enthu- 
siasm for collectivism in any form in agriculture. Some 
of them are going along with the program because it 
attempts to deal with an emergency, but they expect to 
go back to the “good old days” of individualism when 
times become more favorable. It is by no means demon- 
strated that farmers will have the social discipline, for 
which the Secretary of Agriculture has pleaded so earn- 
estly, which will carry the program even to moderate 
success, 

Nevertheless, it appears that the great body of farmers 
are very hopeful of the Administration, still enthusiastic 
followers of both President Roosevelt and Secretary 
Wallace. Both the National Grange and the American 
Farm Bureau Federation continue their support. The 
personal popularity of the President is very great in rural 
as well as urban areas. The Secretary of Agriculture 
is admired for his frankness, ruggedness, and honesty, 
and his willingness to be flexible and experimental. The 
fact that there has been noticeable improvement in agri- 
culture tends to accentuate this attitude. 


An Important Decision 


The decision of the United States Supreme Court on 
the Minnesota Mortgage Moratorium Law (Home Build- 
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ing and Loan Association, Appellant, vs. John H. Blais- 
dell and Rosella Blaisdell, his wife, rendered January 
8, 1934) is regarded as one of the most important in 
recent times. In fact, the dissenting opinion, rendered 
by Mr. Justice Sutherland and concurred in by Mr. Jus- 
tice Van Devanter, Mr. Justice McReynolds and Mr. 
Justice Butler, declares that “few questions of greater 
moment than that just decided have been submitted for 
judicial inquiry during this generation. He simply closes 
his eyes to the necessary implications of the decision who 
fails to see in it the potentiality of future gradual but 
ever-advancing encroachments upon the sanctity of pri- 
vate and public contracts.” 

The issue was whether the State of Minnesota could 
use its public welfare powers in the present emergency 
through authorized judicial proceedings to relieve debtors 
with respect to foreclosures of mortgages, postponement 
of execution sales, and extension of periods of redemp- 
tion without running counter to Article I, section 10 of 
the Constitution prohibiting states from passing any law 
impairing the obligation of contracts. The due process and 
equal protection clauses of the 14th amendment were 
also supposed to apply to the case. 

The act is to remain in effect “only during the con- 
tinuance of the emergency and in no event beyond May 
1, 1935” and authorizes the District Court of each county 
to extend the period of redemption from foreclosure 
sales “for such additional time as the court may deem 
just and equitable.” After determining the reasonable 
rental value of the property the court could direct the 
mortgagor “to pay all or a reasonable part of such income 
or rental value, in or toward the payment of taxes, in- 
surance, interest, mortgage . . . indebtedness at such 
times and in such manner” as determined by the court. 

The Home Building and Loan Association held a mort- 
gage for $3700.98 on a property the reasonable value 
of which greatly exceeding the amount due. Because of 
the economic depression the owners were unable to meet 
their payments, the mortgage was foreclosed, and the 
Association bid it in for the amount of the mortgage. 
The owners sought relief under the moratorium law 
and the District Court declared the statute invalid under 
the state and federal constitutions. On appeal the Su- 
preme Court of the state reversed the District Court and 
upheld the statute as a justifiable emergency measure 
within the police power of the state notwithstanding the 
clause of the federal Constitution prohibiting the impair- 
ment of contracts. On appeal to the United States 
Supreme Court the majority, consisting of Mr. Chief 
Justice Hughes, Mr. Justice Stone, Mr. Justice Cardozo, 
Mr. Justice Brandeis, and Mr. Justice Roberts, affirmed 
the judgment of the state Supreme Court. Mr. Chief 
Justice Hughes delivered the opinion of the court. 

The majority pointed out that the prohibition in the 
contract clause of the federal Constitution “is not an 
absolute one and is not to be read with literal exactness 
like a mathematical formula,” and “where constitutional 
grants and limitations of power are set forth in general 
clauses, which afford a broad outline, the process of con- 
struction is essential to fill in the details.” . 

After citing many cases in support of its position that 
the states possess authority to safeguard the vital inter- 
ests of their people and that “the economic interests of 
the state may justify the exercise of its continuing and 
dominant protective power notwithstanding interference 
with contracts,” the majority declared “that there has 
been a growing appreciation of public needs and of the 
necessity of finding ground for a rational compromise 
between individual rights and public welfare. The set- 
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tlement and consequent contraction of the public domain, 
the pressure of a constantly increasing density of popu- 
lation, the interrelation of the activities of our people 
and the complexity of our economic interests, have in- 
evitably led to an increased use of the organization of 
society in order to protect the very bases of individual 
opportunity. Where, in earlier days, it was thought that 
only the concerns of individuals or of classes were in- 
volved, and that those of the state itself were touched 
only remotely, it has later been found that the funda- 
mental interests of the state are directly affected ; and that: 
the question is no longer merely that of one party to a 
contract as against another, but of the use of reasonable 
means to safeguard the economic structure upon which 
the good of all depends. 

“Jt is no answer to say that this public need was not 
apprehended a century ago, or to insist that what the 
provision of the Constitution meant to the vision of that 
day it must mean to the vision of our time. If by the 
statement that what the Constitution meant at the time 
of its adoption it means today, it is intended to say that 
the great clauses of the Constitution must be confined to 
the interpretation which the framers, with the conditions 
and outlook of their time, would have placed upon them, 
the statement carries its own refutation. It was to guard 
against such a narrow conception that Chief Justice Mar- 
shall uttered the memorable warning—‘We must never 
forget that it is @ constitution we are expounding’ (Mc- 
Culloch vs. Maryland, 4 Wheat. 316, 407)—‘ a constitu- 
tion intended to endure for ages to come, and conse- 
quently, to be adapted to the various crises of human 
affairs.’ IJd., p. 415. When we are dealing with the 
words of the Constitution, said this Court in Missouri v. 
Holland, 252 U. S. 416, 433, ‘we must realize that they 
have called into life a being the development of which 
could not have been foreseen completely by the most 
gifted of its begetters. .. . The case before us must be 
considered in the light of our whole experience and not 
merely in that of what was said a hundred years ago’.” 

The majority concluded that an emergency existed in 
Minnesota which urgently demanded relief and that it 
was a “proper occasion for the exercise of the reserved 
power of the state to protect the vital interests of the 
community,” and that “the conditions under which the 
period of redemption is extended do not appear to be 
unreasonable.” Under these circumstances, they pointed 
out, the statute did not violate the contract clause and 
the due process clause nor did it deny to the association 
the equal protection of the law. 

The dissenting justices also found many cases to sup- 
port their position that “the effect of the Minnesota 
legislation, though serious enough in itself, is of trivial 
significance compared with the far more serious and 
dangerous inroads upon the limitations of the Consti- 
tution which are almost certain to ensue as a consequence 
naturally following any step beyond the boundaries fixed 
by that instrument.” In short the issue between the 
majority and minority is one of strict versus liberal con- 
struction of the Constitution in relation to changing con- 
ditions. Incidentally, the quotation by the dissenting 
justices show that the same difference of opinion existed 
among framers of the constitution. 

The clause prohibiting the impairment of contracts was 
included in the Constitution as a definite protection of 
creditors against actions by states for the relief of debtors. 
Therefore the minority insists that the clause means the 
same thing now as it meant then no matter how much 
the states desire to use their “power to mitigate hard 
consequences resulting to debtors from financial or eco- 
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nomic exigencies” because “individual distress . . . should 
be alleviated only by industry and frugality, not by re- 
laxation of law or by a sacrifice of the rights of others.” 
The question whether industry and frugality by debtors 
during an economic crisis will be adequate to meet their 
needs is, in the minds of strict constructionists, beside 
the point because “conditions which produced the rule 
may not now be invoked to destroy it.” Furthermore, 
“if the provisions of the Constitution be not upheld when 
they pinch as well as when they comfort, they may as 
well be abandoned.” 

The minority admitted that some of the framers of 
the Constitution were “apprehensive of any proposal 
which took from the respective states the power to give 
their debtor citizens ‘a moment’s indulgence, however 
necessary it might be, and however desirous to grant 
them aid.’” They were also aware of the fact that de- 
cisions of the Supreme Court have met with such dis- 
favor among debtors that mass meetings have advocated 
that these decisions should not be heeded. Furthermore, 
joint resolutions have been introduced in Congress pro- 
posing a constitutional amendment which would prohibit 
the Supreme Court from declaring federal and state laws 
unconstitutional. Even with the mob at their door, how- 
ever, the rigid constructionists insist that “one of the 
glories of the judiciary” has been its requirement of the 
“strict performance of contracts.” 

Some believe that this decision has an important bear- 
ing upon the recovery program because of the extent to 
which it upholds the use of power in an emergency. It 
is also regarded as a significant alignment of the mem- 
bers of the court. Whether this alignment will hold 
consistently in cases which are likely to arise as a result 
of the recovery legislation remains to be seen. 


In the Current Periodicals 
Foreign Affairs, January, 1934. 


Lippmann, Walter. “Self-Sufficiency: Some Random Reflec- 
tions.” Neither a fully planned society nor an entirely competi- 
tive one is possible in the United States. The degree of plan- 
ning and of regimentation which we adopt will depend upon 
“the amount of readjustment which circumstances force upon 
us.” So long as the “expression of opinion remains free, it 
will be immediate experience rather than theory which will 
dictate the course of policy.” 


Round Table. December, 1933. 


“The Future of the League.”—The League must be strength- 
ened and reorganized or the world will slip back into the old 
way of international anarchy. An effort must be made to bring 
Germany and Japan back into the League. If this fails, Great 
Britain cannot hope to remain isolated. Balance of power to 
provide security might be accomplished by the formation of an 
“oceanic security arrangement,’ which would include “the 
nations of the British Commonwealth, of North and South 
America, the powers which control non-Mediterranean Africa, 
France, Belgium, Spain and probably Scandinavia.” 


Current History. January, 1934. 

Flynn, John T. “Wanted: Real Banking Reform.”—The bank- 
ing law, enacted by the last session of Congress, ignores the 
fundamental evil in our banking system. This is “the incessant 
efforts of promoters to get control of the funds which flow 
into the banks.” The “crux of the problem is to insure that the 
bank directors and the bank officials . . . shall be bank employes 
and nothing else.” If that were true, they would “almost auto- 
matically work out and practice safe standards of banking.” 

Willis, H. Parker, professor of banking at Columbia Univer- 
sity, formerly editor-in-chief of the Journal of Commerce. “Are 
the Bankers to Blame?”—While certain banking practices are to 


be deplored, bankers “afford a fairly genuine picture not merely 
of business ideals but of the rank and file of American stand- 
ards and ethics of business.” The essential thing in reform is. 
“to build up a more professional spirit in business and banking.” 
Neither legislation nor a greater degree of government control 
will really help the situation. 


Atlantic Monthly. January, 1934. 

Salter, Sir Arthur. “Toward a Planned Economy.”—The 
noted English economist outlines what he believes to be the only 
“alternative to the chaos and anarchy of unregulated competition 
on the one hand and the repressive system of state communism 
on the other.” He finds “a selective and creative compromise 
between the two” in self-government, not only political, but 
economic and institutional as well. 


Today. January 20, 1934. 

Tugwell, R. G., Assistant Secretary of Agriculture. “The 
Planned Use of the Land.”—Agriculture differs from industry 
in that the demand for its product is less flexible. “We have 
depended too long on the hope that private ownership and con- 
trol would operate somehow for the benefit of society as a 
whole. That hope has not been realized. Now we are coming 
to believe that our resources will best be utilized for the benefit 
of all if we give deliberate study to the needs of socicty and 
adjust our land uses to those needs.” 


Harper’s Magazine. January, 1934. 

Hamilton, Alice, M.D. “The Plight of the German Intellec- 
tuals.’—The Nazi German “mysticism of the blood” is epitomized 
in the words of a newly popular German writer: “The mature, 
over-clear, and sharply critical intellect of the Jew is much too 
strong and penetrating an influence on our immature people 

.” German youth has experienced “a swing away from a 
mechanistic philosophy and a new stressing of spiritual values.” 


The Forum. January, 1934. 

Strachey, John. “From Isolation to Empire.”—An English 
Communist analyzes the practical contradiction in the common 
American desire to “stay at home and mind their own business.” 
International cooperation can not exist in the face of competitive 
economics. American liberalism changed between the fall of 
Wilson and the breakdown of the World Economic Conference. 
So long as capitalism is maintained the American people “will be 
drawn inevitably into a struggle of ever-growing intensity, with 
both the capitalists of every other empire and with colonial 
peoples.” 


Survey Graphic. January, 1934. 

Morgan, Arthur E. “Bench-Marks in the Tennessee Valley: 
the Strength of the Hills."—The chairman of the Tennessee 
Valley Authority explains that it is primarily “a deliberate social 
planning for the future.” If the generation and transmission 
of power in the Tennessee Valley can be operated as “a single 
integrated system under a single control,” it may be possible 
to produce power for half or one-third “the cost of separately 
owned and operated plants.” But this means government opera- 
tion and control. 


The Nation. January 10, 1934. 

Herring, Hubert C. “The Minister and the Depression.”—It 
has been estimated that 30,000 Protestant ministers are without 
employment. Among the several reasons are: the frequency of 
calls for volunteers; the poor preparation of ministers; discharge 
on account of age; and the closing of thousands of country 
churches. Reductions in salary have been the rule; in rural 
communities many ministers continue working for food and 
shelter only. There has been considerable escape from reality, 
of which Buchmanism is one form. But the depression years 
have also stimulated “solid thinking” and renewed vigor in the 
social application of religion. The forces of conservatism are 
digging in obstinately. 
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